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2INTERSTATE COMMERCE COMMISSION
Final abandonment and subsidy rule changes to implement recent findings of the
Railroad Accounting Principle Board have been issued by the ICC (see the 12/9/88 
Fed. Reg., pp. 49666-68). Specifically, the ICC will 1) determine opportunity 
cost in abandonment proceedings and "return on investment" in subsidy proceedings 
using the nominal cost of capital rate; 2) include as a reduction or increase of 
opportunity cost and return on investment in subsidy proceedings any projected 
holding gains or losses that would accrue to the carrier from retention of the 
branch line assets for a one-year period; and 3) add a new "Forecast Year" column 
to data submitted concerning revenue and cost which would show the projected 
operating results on the line during the 12-month period beginning with the month 
of the abandonment filing. The ICC said it also decided to continue its practice 
of not making a deferred tax adjustment in abandonment and subsidy proceedings. 
The effective date of the final rule is 1/9/89. for further information after 
reading the final rule, contact Ward L. Ginn, Jr. at the ICC at 202/275-7489.
TREASURY, DEPARTMENT OF
Four CPAs have been appointed to serve on the 1989 IRS Commissioner's Advisory Group,
the IRS announced. They are: Steven J. Brown, Rubin, Brown, Gornstein & Co., St. 
Louis, MO; Leonard Podolin, Arthur Andersen & Co., Chicago, IL; Reginald F. White, 
Coopers & Lybrand, Philadelphia, PA; and Alan Einhorn, Garner, Bloom & Klein, 
Silver Spring, MD. Mr. Brown, Mr. Podolin and Mr. Einhorn are members of the 
AICPA. The 20 members of the Advisory Group are made up of academicians, 
accountants, attorneys, business executives, educators, small business 
representatives and government officials. Appointments to the group are made from 
nominations submitted by professional organizations in the tax field, IRS 
officials and others interested in tax administration. The first meeting of the 
Advisory Group is scheduled for 1/18-19/89 in Atlanta, GA.
Allocation and apportionment of deductions for state income taxes in computing
taxable income from sources inside and outside the United States is the subject of 
temporary and proposed regulations issued by the IRS, which are expected to be 
published in the 12/12/88 Federal Register. According to the IRS, the allocation 
and apportionment of deductions is fundamental to the computation of taxable 
income of foreign corporations and in determining the foreign tax credit 
limitation. Additionally, the IRS said these regulations were issued in response 
to questions about the deduction of state taxes which are not addressed in current 
regulations. The proposed regulations restate the general principle that "state, 
local and foreign income, war profits and excess profits taxes are definitely 
related and allocable to the gross income with respect to which such taxes are 
imposed." The regulations also cite five examples which illustrate the general 
rule for allocation and apportionment of the deduction for state income tax. 
However, the IRS points out that the methods of allocation in the examples are not 
established as substantive rules. Furthermore, the IRS clarifies that taxpayers 
cannot use the allocation methods in the examples if the result is not a 
reasonable allocation of the deduction to the class of gross income to which it 
relates. These regulations also state that the deduction for an income-based 
state franchise tax is allocated in the same manner as income tax. Comments and 
requests for a public hearing must be Received by 2/10/89. For further 
information after reading the temporary and proposed regulations, contact David F. 
Chan at the IRS at 202/634-5404.
3TREASURY, DEPARTMENT OF
Proposed branch profits tax rules will be the subject of an IRS hearing scheduled for
1/17/89, the IRS announced. The proposed regulation affects the branch profits 
tax imposed on the foreign corporations that operate primarily in the United 
States. The proposed regulation, which was published in the 9/2/88 Federal 
Register (see the 9/5/88 Wash. Rpt.). provides rules for computing the dividend 
equivalent amount, defining U.S. assets and liabilities, and explaining the 
application of the tax to foreign corporations covered by an income tax treaty, 
including special rules for termination of a U.S. trade or business or liquidation 
of a foreign corporation. The hearing will be held at 10:00 a.m. in the IRS 
Auditorium, 7th Floor, Internal Revenue Building, 1111 Constitution Ave., N.W. , 
Washington, D.C. Requests to testify and outlines of oral comments should be 
submitted by 1/3/89 to the IRS Commissioner, ATTN: CC:CORP:T:R, Room 4429, 
Washington, D.C. 20224. For further information, contact Angela Wilburn at the 
IRS at 202/566-3935.
SPECIAL: COMMITTEE ASSIGNMENTS ANNOUNCED, CHAIRMEN NAMED FOR 101st CONGRESS
Committee assignments for the 101st Congress, which will convene 1/3/89. have been
made by House and Senate leadership organizations. The new committee assignments 
include changes in the membership of several committees that will be of particular 
interest to the accounting profession in the next session of Congress.
Changes on the House and Senate tax writing committees include the appointment 
of Senator Steve Symms (R-ID) to serve on the Senate Finance Committee. Sen. 
Symms, who was a member of the Finance Committee in the 99th Congress, fills a 
vacancy which was created by the resignation of Senator Malcolm Wallop (R-WY), who 
has been appointed to the Armed Services Committee. On the House Ways and Means 
Committee, two Republican vacancies have been filled by the appointment of Rep. 
Nancy L. Johnson (R-CT) and Rep. Don Sundquist (R-TN).
Senator Donald W. Riegle, Jr. (D-MI) has been chosen as the new chairman of the 
Senate Banking, Finance and Urban Affairs Committee. Other changes include the 
appointment of Senator John Kerry (D-MA) and Senator-elect Richard Bryan (D-NV). 
Senators Bill Armstrong (R-CO) and John Chafee (R-RI) have left the committee. 
There are four Republican vacancies to be filled. Rep. Henry B. Gonzalez (D-TX) 
has been named chairman of the House Banking, Finance and Urban Affairs Committee.
Rep. Jack Brooks (D-TX) has been named chairman of the House Judiciary 
Committee. In the Senate, Senator-elect Herbert Kohl (D-WI) has been appointed to 
serve on the Senate Judiciary Committee, and Senator Robert Byrd (D-WV) has left 
the committee.
Rep. John Conyers (D-MI) has been named chairman of the House Government 
Operations Committee. Senators-elect Kohl and Joseph Lieberman (D-CT) have been 
appointed to the Senate Governmental Affairs Committee. Senators George Mitchell 
(D-ME) and John Heinz (R-PA) have left the committee. There are two Republican 
vacancies to be filled.
All committee assignments are subject to ratification by the full party caucuses 
when Congress convenes in January. Subcommittee assignments will also be 
finalized next month.
4SPECIAL: HOUSE WAYS AND MEANS COMMITTEE SCHEDULES HEARINGS ON TAX POLICY CONCERNING
MERGERS, ACQUISITIONS, and LBOs
Hearings on tax policy issues with respect to mergers, acquisitions, leveraged
buyouts and recent increases in corporate debt were announced by Dan Rostenkowski 
(D-IL), chairman of the House Committee on Ways and Means. Chairman Rostenkowski 
stated, "The purpose of these hearings is to conduct a comprehensive review of 
leveraged buyouts and other forms of corporate mergers and acquisitions. The 
Committee wants to determine the effect of these transactions on the companies 
being purchased and the financial institutions and other investors who are 
providing capital for the purchases, and to examine the long-term consequences of 
the dramatic increase of debt." In addition, he said, the Committee will "review 
the implications of these transactions for a tax system...Of particular interest 
to the Committee is the degree to which the tax code encourages and facilitates 
the financing of these purchases, as well as large increases in debt, generally." 
The hearings are scheduled for 1/31/89 and 2/1-2/89 beginning at 10:00 a.m. each 
day in Room 1100 of the Longworth House Office Building. Individuals and 
organizations interested in presenting oral testimony must submit their requests 
by telephone to Harriet Lawler or Diane Kirkland at the Ways and Means Committee 
at 202/225-1721 by 1/4/89. This request must be followed by a written request to 
Robert J. Leonard, Chief Counsel, Committee on Ways and Means, U.S. House of 
Representatives, 1102 Longworth House Office Building, Washington, D.C. 20515. For 
further information about the hearings, contact the Ways and Means Committee at 
202/225-1721.
The Washington Report will not publish the week of Christmas and New Year’s. The 
issue appearing on December 19 will be our last of 1988. Our first issue of the 
Washington Report for 1989 will appear on January 9.
For further information contact Shirley Twillman at 202/737-6600.
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